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AMERICAN INSTITUTE OF ACCOUNTANTS 


Secretary’s Report Distributed 


Copies of the secretary’s report for the 
ten years 1916 to 1926 are being distributed 
to all members and associates with this 
Bulletin, in accordance with the order of 
the Institute at the last annual meeting 
that the report be given as wide-spread 
publicity as possible. The report is a 
chronicle of the development of the Insti- 
tute from the time of its formation in 1916. 


Annual Meeting, 1925 


The annual meeting of the American 
Institute of Accountants was held at the 
St. Charles hotel, Atlantic City, New 
Jersey, September 21 and 22, 1926. Coun- 
cil meetings took place on September 20th 
at Washington, D. C., and September 23rd, 
at Atlantic City. The proceedings will be 
reported in full in the 1926 year-book of the 
Institute, but a brief summary is presehted 
in advance in this Bulletin for general 
information. 

At the council meeting of Monday, 
September 20th, reports of officers and 
committees were received. At this meeting 
the council convened as a trial board to 
hear charges preferred against a member of 
the Institute for alleged violation of the 
rules of professional conduct. The action 
of the council sitting as a trial board will be 
reported in The Journal of Accountancy for 
November. 

On the afternoon of Monday, September 
20th, a meeting of accountancy examiners 
took place at the St. Charles hotel in At- 
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lantic City. A.S. Fedde, chairman of the 
Institute board of examiners, presided, and 
a number of members of state boards of 
accountancy were present. Questions re- 
lated to certified public accountant exam- 
inations and the plan of codperation offered 
by the Institute to state boards were 
discussed. 

At the opening session of the meeting of 
Tuesday, September 21st, the Reverend 
George W. Yard of Atlantic City offered 
the invocation. The report of the president 
was presented by President William H. 
West. This report was printed in full in 
The Journal of Accountancy for October. 
The president welcomed E. S. Read, a 
representative of the Dominion Association 
of Chartered Accountants. Mr. Read in 
responding indicated his pleasure at being 
able to be present. 

The report of the committee on by-laws, 
containing a proposed codification of the 
constitution and by-laws under the title of 
by-laws, was unanimously adopted. 

At the afternoon session, September 21st, 
P. W. R. Glover of New York delivered an 
address on ‘‘ Regulation of accountancy by 
law”’, which was published in The Journal 
of Accountancy for October. The reading 
of the paper was followed by discussion. 

A letter from H. Ivor Thomas, president 
of the California State Society of Certified 
Public Accountants, inviting the Institute 
to meet in California was read. John R. 
Ruckstell of San Francisco supported the 
invitation expressed in Mr. Thomas’ letter. 


ag the Journal of Accountancy, Incorporated 
y The Journal of Accountancy, Incorporated 








It was unanimously resolved to hold the 
next meeting of the Institute in Del Monte, 
California, in September, 1927. 

At the morning session of September 
22nd, the first business brought before the 
meeting was the election of officers and 
members of council. The following were 
unanimously elected: 

President: 

William H. West, Nev; York 
Vice-presidents: 

F. H. Hurdman, New York 

John R. Ruckstell, California 
Treasurer: 

Arthur W. Teele, New York 


Council for five years: 
George Armistead, Texas 
Will A. Clader, Pennsylvania 
John F. Forbes, California 
P. W. R. Glover, New York 
Francis R. Roberts, Illinois 
T. Edward Ross, Pennsylvania 
Edwin H. Wagner, Missouri 


Council for four years: 
James Hall, New York 
W. Q. Sharp, Mississippi 


Council for three years: 

C. O. Hall, Maryland 

Lewis Wintermute, Ohio 
Council for one year: 

H. W. Hennegin, Arkansas 
Auditors: 


L. E. Mendelsohn, Massachusetts 
M. E. Peloubet, New York 


The following committee on nominations 
was unanimously elected: 
(By the council): 
Lewis G. Fisher 
Ernest A. Roden 


(By the Institute): 

N. L. McLaren 

Elkin Moses 

Andrew Stewart 

John A. Stolp 

Charles H. Tuttle 

The report of the committee on public 

affairs, referred by the council to the meet- 
ing, was read by C. Oliver Wellington, 
acting chairman of the committee. As a 
result of the discussion arising out of the 
report it was the sentiment of the meeting 
that the work of the bureau of public 
affairs should be continued as an activity of 
the American Institute of Accountants. 
It was also resolved that a special com- 
mittee be appointed for the purpose of 
obtaining subscriptions to support the 
work of the bureau. 
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Henry B. Fernald of New York delivered 
an address entitled ‘‘Accountants certifi- 
cates’’, which was published in The Journal 
of Accountancy for October. The address 
was followed by discussion. 

The members expressed by a vote of 
thanks their appreciation of the courtesies 
extended during the annual meeting by the 
Society of Certified Public Accountants of 
the State of New Jersey. 

The secretary read a letter from Cecil S. 
Ashdown, who represents the Institute on 
the national committee in charge of man- 
agement week and who was unable to be 
present at the meeting. The letter outlined 
plans for management-week activities and 
urged all members and associates of the 
Institute to codperate with the local units in 
observing management week. 

The annual banquet was held at the St. 
Charles hotel at 7:45 p.m., September 22nd. 
Carl H. Nau of Cleveland acted as toast- 
master. The principal speaker of the eve- 
ning was George O. May, who read a paper 
on ‘Corporate publicity and the auditor”’, 
which will appear in The Journal of Ac- 
countancy for November. Other speakers 
at the banquet were the president, William 
H. West, Edward E. Gore of Chicago, 
E. S. Read, representing the Dominion 
Association of Chartered Accountants, and 
A. P. Richardson, secretary of the Institute. 

At the council meeting of September 17th, 
A. P. Richardson was elected secretary for 
the ensuing year. The council voted to 
grant the secretary a leave of absence and 
named F. H. Hurdman of New York as 
acting secretary during the secretary's 
absence. A vote of thanks was extended to 
Mr. Hurdman. 

The following committees were elected: 


Executive: 
Arthur H. Carter 
W. Sanders Davies 
J. E. Masters 
John B. Niven 
T. Edward Ross 


Professtonal Ethics: 
Ernest Reckitt, chairman 
Stanley G. H. Fitch 
John F. Farbes 
James S, Matteson 
Cart H, Nau 


Board of examiners for three years: 
John F. Forbes 
Charles E. Mather 
C, Oliver Wellington 
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Harold B. Atkins having tendered his 
resignation as a member of the board of 
examiners, the council accepted the resig- 
nation with regret and elected Joseph H. 
Pugh of Philadelphia to succeed Mr. Atkins. 

At the annual meeting of the American 
Institute of Accountants Foundation, held 
Thursday, September 23rd, the following 
officers were elected: 


President, William H. West 
Vice-president, F. H. Hurdman 
Treasurer, Arthur. W. Teele 
Secretary, A. P. Richardson 


The following members of the board of 
trustees were re-elected for the ensuing 
year: 


Arthur H. Carter 
J. E. Sterrett 
Carl H. Nau 
Waldron H. Rand 


Institute Committees 


The president of the Institute has ap- 
pointed the following committees to serve 
for the fiscal year 1926-1927. 


Committee on Arbitration: 
O. R. Judd, chairman, New York 
J. C. McAlpine, Pennsylvania 
O. L. Niles, New York 


Committee on Budget and Finance: 
R. J. Bennett, chairman, Pennsylvania 
David Elder, New York 
J. D. Glunts, Massachusetts 


Committee on By-laws: 
. L. Swearingen, chairman, Ohio 
John D. Cherrington, Ohio 
William Whitfield, Oregon 


Committee on Credentials: 
John P. Dawson, chairman, Oregon 
F. F. Hahn, California 
G. R. Keast, California 


Committee on Education: 
For three years: 

J. H. Jackson, Massachusetts 
G. V. W. Lyman, Louisiana 

Committee on Federal Legislation: 
Edward E. Gore, chairman, Illinois 
R. W. E. Cole, California 
Francis Oakey, New York 


Committee on Meetings: 
John F. Forbes, chairman, California 
R. E. Blight, California 
N. L. McLaren, California 

Committee on Publication: 
H. C. Freeman, chairman, New York 
Albert T. Bacon, Illinois 
J. S. Escott, Kentucky 
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Committee on State Legislation: 
Lewis G. Fisher, chairman, Rhode Island 
George M. Clark, Tennessee 
R. T. Schneider, Minnesota 


Committee on Terminology: 
Walter Mucklow, chairman, Florida 
C. T. Bryan, New York 
Leon E. Vannais, Connecticut 
Special Committee on Administration of Endowment: 
G. O. May, chairman, New York 
P. G. Goode, California 
W. M. Lybrand, New York 
S. R. Mitchell, New York 
Arthur Young, New York 
Special Committee on Coé peration with Bankers: 
W. B. Campbell, chairman, New York 
Joel Hunter, Georgia 
F. H. Hurdman, New York 
C. G. Robinson, Louisiana 
William Sutherland, Illinois 
H. N. Sweet, Massachusetts 
H. Ivor Thomas, California 


Special Committee on Definition of Earned Surplus: 
Arthur E. Andersen, chairman, Illinois 
G. B. Buist, Indiana 
L. L. Perrine, California 
Special Committee on Procedure: 
L. G. Peloubet, chairman, New York 
C. L. Rotzel, Minnesota 
J. H. VanDorn, Pennsylvania 
Special Committee on Public A ffairs: 
Carl H. Nau, chairman, Ohio 
Percival F. Brundage, Massachusetts 
William H. James, Georgia 
Lincoln G. Kelley, Utah 
Henry E. Mendes, New York 
Albert G. Moss, Texas 
John R. Ruckstell, California 


Golf at Annual Meeting 


Through the courtesy of the Sea View 
golf club members of the Institute were 
enabled to play the Sea View course in the 
annual golf tournament, held Monday, 
September 20th. Two teams competed for 
the Missouri golf trophy, which was pre- 
sented by the Missouri Society of Certified 
Public Accountants in 1925 to be played 
for annually by teams composed of members 
of the Institute from state societies or 


chapters. The cup was won by the New 
York team with the following score: 
ere 82 
Robert S. Pasley.............. 88 
Andrew Stewart .............. 82 
George Cochrane.............. 100 
— 352 


An individual accountants’ tournament 
also took place with the following results: 


Low gross: 


Percival F. Brundage 
2nd low gross: 


Andrew Stewart............. 82 
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3rd low gross: H. A. Wythes............... 82 
4th low gross: Eugene M. Lynn............. 85 
Low net: E. A. Ford Barnes....... 92-23-69 
2nd low met: T.A.Crane............. 86-11-75 
3rd low net: Robert S. Pasley......... 88-13-75 
4th low net: Robert C. Brown......... 85-9-76 


C. Oliver Wellington won the New 
Jersey prize. 


Board of Examiners 


The next examinations of the American 
Institute of Accountants will be held No- 
vember 18th and 19th, as announced in 
previous issues of the Bulletin. Examina- 
tions in New York will be held at the offices 
of the Institute, 135 Cedar street. Exami- 
nations will be arranged in other cities to 
meet, so far as possible, the convenience of 
applicants. 


Northern Ohio Chapter of Institute 


The annual meeting of the Northern 
Ohio chapter of the American Institute of 
Accountants took place October 9th at 
6:30 P. M. at the Hotel Cleveland, Cleve- 
land. Special entertainment was provided 
during the dinner. A business meeting was 
held at which the following officers and 
directors were elected : President, Howard E. 
Murray; vice-president, Arthur G. Potter; 
secretary, Lewis Wintermute; directors, 
William V. P. Goonan and Frank C. Bru- 
baker. 

Reports of officers and committees were 
submitted. A report of the annual meeting 
of the Institute at Atlantic City, held 
September 20th to 23rd, was given for the 
information of the members who were 
unable to attend. The meeting concluded 
with a general discussion of the plans of the 
chapter for the ensuing year. 


Illinois Accountants Give Dinner 


An informal dinner was given at the La 
Salle hotel, Chicago, on Thursday, October 
7th, by Illinois accountants in honor of 
Mr. and Mrs. A. P. Richardson, who were 
en route to the Orient. John A. Stolp 
presided. The principal message of God- 
speed was delivered by Edward E. Gore. 


Management Week 


Management week will be observed 
during the week of October 25th to 30th. 
Active interest is being displayed in this 
movement throughout the country and it is 
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expected that local meetings will be held in 
not less than 150 centers. The subject of 
discussion will be ‘‘Progress in waste elimina- 
tion’’. The organizations sponsoring man- 
agement week this year are the American 
Institute of Accountants, American Society 
of Mechanical Engineers, American Man- 
agement Association, Society of Industrial 
Engineers, Taylor Society and the division 
of simplified practice of the United States 
department of commerce. 

Members of the Institute are urged to 
coéperate with local committees. Any 
member desiring information regarding 
meetings to be held in his own vicinity is 
requested to communicate with the offices 
of the Institute. 


Accountants to Develop Arbitration 


At a meeting of the accountants’ com- 
mittee of the American Arbitration Asso- 
ciation in New York, September 16th, 
J. Pryse Goodwin, chairman, presented a 
programme of activity by which account- 
ants may further the cause of commercial 
arbitration throughout the country. The 
plan submitted was adopted by the com- 
mittee. It includes a plan of organization 
of members and an attendant assignment 
of duties proposed to foster the develop- 
ment of interest in arbitration by account- 
ants through the following agencies: 
national accountancy organizations, state 
accountancy organizations, public and pri- 
vate technical educational schools interested 
in accountancy and boards of examiners 
in accountancy. The duties of the various 
members of the accountants’ committee of 
the association are outlined in the following 
order: 

(1) The chairman and secretary of the 
committee are to discharge the usual duties 
related to their offices and to act as execu- 
tives, aiding the work of all subcommittees. 

(2) Six members of the committee are 
charged with developing interest in com- 
mercial arbitration in national accountancy 
organizations by arranging for addresses 
on the subject at national conventions; by 
the distribution of literature of the Ameri- 
can Arbitration Association to the members 
of national accountancy organizations; by 
obtaining publicity of the activities of the 
association and the accountants’ committee 
in the publications of the national accoun- 
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tancy organizations; by encouraging direct 
affiliation of the national accountancy 
organizations with the American Arbitra- 
tion Association; by effecting the appoint- 
ment of arbitration committees in national 
accountancy organizations to codperate 
with the American Arbitration Association. 

(3) A number of members of the com- 
mittee are to be responsible for similar 
activities among state accountancy socie- 
ties, chapters and regional meetings of 
states which have arbitration laws or are 
already active in obtaining their enactment. 
Ten states are included in this classification. 
This subcommittee will in various ways 
endeavor to stimulate the interest of 
accountants and local accounting organiza- 
tions in the subject of commercial arbitra- 
tion. It will endeavor to persuade state 
organizations or individual members to 
finance scholarships in local universities 
where arbitration is taught and will seek 
the codperation of local chambers of com- 
merce and merchants’ associations. 

(4) Other members of the accountants’ 
committee will direct their efforts toward 
obtaining the codperation of state accoun- 
tancy societies, chapters and regional meet- 
ings in states which have no arbitration law. 
Thirty legislatures of such states are: to 
meet in 1927. This subcommittee will 
prosecute a campaign of education in com- 
mercial arbitration and will endeavor to 
obtain the support of local societies in 
encouraging the enactment of arbitration 
laws in the various states. 

(5) Another group will work among 
public and private technical educational 
schools interested in accountancy and will 
prepare a course of instruction in arbitra- 
tion law for use in such schools. All 
possible publicity will be given to the course, 
and through the establishment of scholar- 
ships in arbitration it is hoped that interest 
may be aroused in the subject among edu- 
cational institutions. This subcommittee 
will codperate and collaborate with the 
American Arbitration Association in the 
preparation of books on arbitration. 

(6) Another group of accountants will 
have the responsibility of obtaining the aid 
of boards of examiners in accountancy in 
developing commercial arbitration. This 
subcommittee will study the relationship 
between arbitration and accountancy and 
will become conversant with national and 


state arbitration laws and their administra- 
tion. Arrangements will be made, if possible, 
for the inclusion of one or more questions on 
arbitration law in law examinations for the 
certified public accountant certificate and for 
the inclusion of arbitration law in the curri- 
culum for C. P. A. degrees. This subcom- 
mittee will furnish boards of examiners in 
accountancy with examination questions on 
commercial arbitration for use in their 
examinations. 


Accountants’ Day Celebration 


The Pennsylvania Institute of Certified 
Public Accountants entertained as guests a 
large number of visiting accountants from 
various states at the accountants’ day 
celebration held at the sesqui-centennial 
exposition, Saturday, September 25th. The 
official registers of the exposition designated 
the day as ‘‘ Accountants’ day.” 

The programme was patriotic as well as 
entertaining. Members and guests as- 
sembled in the Franklin room of the 
Benjamin Franklin hotel at 10:30 A.M. and 
proceeded on a sight-seeing tour across the 
great Delaware river suspension bridge and 
then to the exposition grounds. A brief 
stop was made at Independence hall, where a 
wreath was placed on the liberty bell. 
Guides conducted guests about the exposi- 
tion grounds describing the buildings and 
points of interest. The convention hall at 
the Pennsylvania state building was set 
aside for the exclusive use of the accoun- 
tants. About noon the accountants as- 
sembled there and patriotic songs were 
sung. Henry C. Magee, president of the 
Pennsylvania Institute, greeted the visiting 
accountants and introduced Dr. Davis, 
representing the mayor of Philadelphia, 
who on behalf of the city and the exposition 
officers, welcomed the visiting members of 
the profession. 

After these exercises luncheon was served 
at the Alpine Haus, accompanied by musical 
entertainment. The accountants then di- 
vided themselves into groups for explora- 
tion of the attractions of the exposition 
grounds. 


Hotel Accountants Association 


The Hotel Accountants Association re- 
cently published a uniform system of ac- 
counts for hotels. The Association now 
proposes to hold meetings for the purpose 
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of familiarizing auditors and members of 
accounting staffs of hotels with the subject 
matter of the uniform system of accounts. 
The definite date of the first meeting has not 
yet been announced. 


Rules Governing Tax Appeals 


Chief Justice Taft has summoned a con- 
ference of senior federal circuit judges for 
the purpose of formulating rules governing 
appeals from decisions of the board of tax 
appeals to circuit courts for review. 


University Offers Courses in 
Accounting 


The night division of the school of re- 
tailing of New York University an- 
nounces that it will offer two courses in 
retail accounting: one on the data of retail 
accounting problems and one on retail ac- 
counting, which includes merchandising de- 
partments, expense accounts, balance-sheet 
accounts, etc. 


Turkish Books Must be Kept in Native 
Language 

All corporations or institutions of Turkish 
nationality must keep their books and 
records in the Turkish language, according 
to a law which will take effect January 1, 
1927. Foreign corporations domiciled in 
Turkey are required to use Turkish only in 
their correspondence or their business 
transactions and in their relations with 
Turkish departments or citizens, as well as 
in such documents and registers the use of 
which is obligatory. 


Accountancy Students Graduated 

Sixteen students of accountancy received 
diplomas from the Pittsburgh School of 
Accountancy at the commencement exer- 
cises, September 24th. The principal ad- 
dress of the evening was delivered by 
Charles Reitell, professor of accounting at 
the University of Pittsburgh on ‘The re- 
quirements and opportunities of the ac- 
countant.”’ 


TERRITORIAL LEGISLATION 


Philippine Islands 


The Institute has received from the 
board of accountancy of the Philippine 
Islands a copy of an act amending certain 
sections of the law of the territory regulat- 
ing the practice of accountancy. The text 
of the amendatory act is as follows: 


AN ACT TO AMEND CERTAIN SECTIONS OF 
ACT NUMBERED THIRTY-ONE HUN- 
DRED AND FIVE AND FOR OTHER 
PURPOSES 


Be it enacted by the senate and house of represen- 
tatives of the Philippines in legislature assembled 
and by the authority of the same: 

Section 1. Sections two, four, five, eight, eleven, 
twelve and sixteen of act numbered thirty-one hun- 
dred and five are hereby amended to read as follows: 


“Sec. 2. The secretary of commerce and com- 
munications shall, within thirty days after the taking 
effect of this act, appoint three persons who are citi- 
zens of the Philippine Islands or of the United States, 
who shall constitute the board of accountancy. At 
least two members of the board shall have been 
engaged in the reputable practice as public account- 
ants for a continuous period of three years immedi- 
ately preceding the passage of this act, in the Philip- 
pine Islands. The persons first appointed shall hold 
office for one, two and three years, respectively; 
thereafter appointees shall be certified public ac- 
countants who hold certificates issued under the 
provisions of this act and shall serve for three years. 
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Interim vacancies shall be filled by appointment for 
the unexpired term only. 

“Sec. 4. The board of accountancy, the majority 
of which shall in all cases have the powers of the 
board, is vested with authority, conformably with 
the provisions of this act, to issue and to suspend 
temporarily or revoke the validity of certificates of 
registration for certified public accountants, or for 
public accountants. The board shal study the con- 
ditions affecting the practice of public accounting 
in all parts of the Philippine Islands and shall exer- 
cise the powers herein conferred“upon it with a view 
to the maintenance of efficient ethical and technical 
standards in the public accounting profession. 
Subject to the approval of the secretary of commerce 
and communications, it shall determine the qualifi- 
cations of persons applying for certificates under 
this act, and shall make rules for the examination 
of same, which shall embody the following: 


“‘(a) Examination shall be held by the board at 
least once in each year, at such times and places as 
may be determined by them. The time and place 
of holding such examinations shall be advertised 
for not less than three consecutive days, not less 
than thirty days prior to the date of such examina- 
tion, in at least two daily newspapers printed and 
published in the Philippines. The examinations 
shall be ‘theory of accounts,’ ‘practical accounting,’ 
‘auditing,’ and ‘commercial law’ as affecting ac- 
countancy. 


““(b) Applicants for certificates, before taking 
the examination, must produce evidence satisfac- 
tory to the board that they are over twenty-one 
years of age, of good moral character, a graduate of 
a high school with a four-year course, or have an 
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equivalent education, and that they have had at 
least three years’ practical experience as professional 
public accountants, or three years of study in ac- 
counting and commercial subjects as certified by a 
college or university recognized by the government. 


“Sec. 5. All candidates for examination provided 
for in this act obtaining a rating of seventy-five per 
cent. or over on each subject shall be entitled to 
registration as certified public accountants and 
as such receive a certificate of registration from the 
board. 


“Sec. 8. Each member of the board shall re- 
ceive from the Insular funds as compensation the 
sum of ten pesos for each application for examination 
or renunciation accepted by the board. The secre- 
tary-treasurer shall receive from Insular funds in 
addition to his allowance as member of the board a 
compensation at the rate of two hundred forty 
pesos per year, one-half of which amount shall be 
paid on the thirtieth of June and one-half on the 
thirty-first of December of each year. If any gov- 
ernment employee shall be appointed a member of 
the board, or elected secretary-treasurer, he may 
receive the compensation herein provided for in 
addition to his salary. 


‘Sec. 11. The board may, in its discretion, 
waive the examination of any person of competent 
age, of good moral character, and who is the lawful 
holder of a certified public accountant’s certificate 
issued under the law of any state or territory of the 
United States or the District of Columbia, which 
extends similar privileges to certified public ac- 
countants of the Philippine Islands; provided, that 
the applicant has resided in the Philippine Islands 
one year immediately prior to his application. 


“Sec. 12. All public accountants who have not 
qualified as certified public accountants and who 
have been in continuous practice in the Philippines 
for their account as individuals or as senior ac- 
countants for any firm of public accountants for a 
period of one year immediately preceding the pas- 
sage of this act and who shall satisfy the board as 
to their good moral character and professional ex- 
perience, shall be allowed to practise as public ac- 
countants and to be styled as such, but not to be 
allowed the title of certified public accountants, 
or the use of the abbreviation ‘“‘C. P. A."’ provided 
that application for their registration shall be filed 
with the board within sixty days after the passage 
of this act. 


“Sec. 16. Any person who represents himself 
to the public as having received a certificate as 
provided in this act, or shall assume to practise as 
certified public accountant, or use the abbreviated 
title ‘C. P. A.,’ or any similar words or letters, to 
indicate that the person using the same is a certified 
public accountant, without having received such 
certified public accountant’s certificate, or shall 
assume to practise as a public accountant, without 
having received such public accountant’s certificate, 
or having received such certificate was thereafter 
deprived of the use of the same by temporary sus- 
pension or revocation, shall be punished by a fine 
in a sum not exceeding five thousand pesos, or by 
imprisonment for a period not exceeding two 
years, or both, at the discretion of the court, for 
each such offense, and each day that such person 
shall so practise or hold himself out as a certified 
public accountant, or public accountant, shall be 
deemed a separate offense. 

““A certified public accountant, or person em- 
ployed by a certified public accountant, shall not 
be required to, and shall not voluntarily, disclose 
or divulge the contents of any communication made 
to him or her by any person employing him or her 
to examine, audit, or report on any books, records, 
or accounts, nor divulge any information deriving 
from such books, records, or accounts in rendering 
a professional service, except by express permission 
of the person employing him or her or of the heirs, 
personal representatives, or successors of such person. 
Any person violating this provision shall be subject 
to the same penalty as in the first preceding paragraph 
provided. 

‘‘Any person practising in the Philippine Islands 
as a certified public accountant, or public accountant 
under this act, who wilfully falsifies any report or 
statement bearing on any examination, investiga- 
tion, or audit made by him or her, or under his 
or her direction, shall be subject to the same penalty 
as in the first preceding paragraph provided. 

‘This section shall also apply to all partnerships, 
or corporations all the members of which have not 
received such certificates to practise as certified public 
accountants, and the penalties provided shall apply 
to all members of such partnerships or corporations.”’ 

‘Sec. 2. Nothing in this act shall be construed 
as invalidating any certificate heretofore issued by 
the board. 

ae. 3 


This act shall take effect on its ap- 
proval.” 


Approved, December 7, 1925. 


REGIONAL MEETING 


Pittsburgh 


A regional meeting of the American In- 
stitute of Accountants will be held at 
Pittsburgh on Saturday, November 20th, at 
the William Penn hotel. This region 
comprises Indiana, Ohio, Michigan, West 
Virginia and the western sections of 
Pennsylvania and New York. At the 
spring meeting of the same region held at 


Cleveland, May 22nd, John Watt of Pitts- 
burgh was designated as the general chair- 
man for the meeting this fall. The other 
members of the committee are: A. J. 
Farber, O. G. Richter, J. E. Wilson and 
William A. Wood. The committee has 
drawn up plans which it hopes will result in 
an unusually attractive meeting. All ac- 
countants or persons interested in ac- 
countancy are invited to attend. 
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STATE BOARDS OF ACCOUNTANCY 








Kentucky 


The state board of accountancy of 
Kentucky has announced that its next 
examinations for the certified public ac- 
countant certificate will be held October 
18, 19, and 20, 1926, at Frankfort, Ken- 
tucky. 

Michigan 

The Michigan state board of accountancy 
has published its first annual register which 
contains information relative to certified 
public accountant law and administration 
in the state. A list of all certified public 
accountants and registered public ac- 


countants in Michigan is contained in the 
register, copies of which have been sent to 
Michigan bankers, municipal officers and 
business organizations. 


Missouri 
Edward Fraser has been re-appointed for 
a third term as a member of the Missouri 
state board of accountancy. 


New York 


It has been announced that the certified 
public accountant examinations of New 
York state will be held November 15-17, 
1926. 


NEWS OF LOCAL SOCIETIES 


Alabama Society of Certified Public 
Accountants 


The eighth annuai convention of the 
Alabama Society of Certified Public Ac- 
countants was held at Montgomery, Ala- 
bama, September 6th. The election of 
officers resulted as follows: Walter K. 
Smith, president; John F. Andrews, secre- 
tary, and William J. Christian, council 
chairman. New council members are: 
James E. Dowe, Conrad Sauer, Jr., W. H. 
Boreland and Frank L. Hammond. 

One of the principal acts of the meeting 
was the decision to establish a scholarship 
in the school of commerce of the University 
of Alabama, beginning with the present 
school year. The scholarship will be 
known as the ‘‘certified public accountants’ 
scholarship”’ and will be awarded to some 
worthy man or woman who will be selected 
by a special committee appointed for the 
purpose. The scholarship provides for a 
full four-year course. 

A public relations committee of the 
Alabama Society was also created at the 
meeting. The services of the committee 
will be offered to all branches of the state, 
county or city governments, free of charge, 
and each member of the society will be ex- 
pected to contribute his services to the 
work for a definite period of time each year. 
It is expected that the public relations 
committee will be able to render valuable 
assistance to governmental bodies on ques- 
tions of taxation and finance. 


The next annual meeting of the society 
will be held in Mobile in September, 1927. 


Massachusetts Society of Certified 
Public Accountants 


The first fall meeting of the Massachu- 
setts Society of Certified Public Account- 
ants was held at the chamber of commerce, 
Boston, September 27th. Thomas H. 
Saunders, assistant professor of industrial 
accounting at the Harvard business school, 
spoke on the various methods of inventory 
valuation. George L. Bishop of the Massa- 
chusetts state board of accountancy related 
the results of the last examination for the 
certified public accountant certificate. 
Members of the Massachusetts chapter of 
the American Institute of Accountants were 
present at the meeting as guests. 


Ohio Society of Certified Public 
Accountants 
CINCINNATI CHAPTER 

At the annual meeting of the Cincinnati 
chapter of the Ohio Society of Certified 
Public Accountants held September 28th, the 
following officers were elected: Fred W. 
Fuller, president; William Meis, vice-presi- 
dent, and Edward J. Moehringer, secretary 
and treasurer. 


Virginia Society of Public Accountants 

At the annual meeting of the Virginia 
Society of Public Accountants, held Septem- 
ber 4th, the following officers were elected: 
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Guy M. Scott, president; J. Beverly Red- 
ford, vice-president, and George Durham, 
secretary and treasurer. 


Washington Society of Certified Public 
Accountants 

On August 28th the Washington Society 
of Certified Public Accountants held its 
annual meeting at the New Washington 
hotel, Seattle. The following officers and 
directors were elected: James P. Robertson, 
president; Pearce C. Davis, vice-president; 
F. W. Buff, secretary-treasurer; trustees: 
A. S. Hansen and Charles S. Cowan, and 
auditor, E. J. Galloway. 

A subsequent meeting was held at Seattle, 
October 11th. J. Porter Joplin, former 
president of the American Association of 





Public Accountants, and the secretary of 
the American Institute of Accountants were 
guests at the meeting. 


Wisconsin Society of Certified Public 
Accountants 


At the annual meeting held at the 
Milwaukee athletic club on Monday, Sep- 
tember 13th, the Wisconsin Society of 
Certified Public Accountants elected the 
following directors: George A. Einbecker, 
Shepard E. Barry, Carl Penner, B. A. 
Kiekhofer, George T. Graham, Hugo 
Kuechenmeister and C. I. Smith. 

Officers for the ensuing year are as fol- 
lows: Carl Penner, president, Shepard E. 
Barry, vice-president, and George A. Ein- 
becker, secretary-treasurer. 


REVIEWS 


ANDREW H. BLASS—“ OPENING A 
PRIVATE LEDGER” 


Article published in the Pittsburgh Ac- 
countant for May, 1926. 


The writer says that one of the primary purposes 
of a private ledger is segregation of confidential 
information and the preservation of its privacy. 
Items relating to corporation assets, capital liabilities, 
proprietorship accounts and inventories are segre- 
gated in the private ledger. The customary pro- 
cedure in opening a private ledger is to close out by 
journal entry the accounts mentioned, charging and 
crediting them toa private ledger controlling account. 
In the new private ledger these accounts will be 
established with offsetting debits and credits made to 
a general ledger controlling account. The two 
control accounts thus interlock the ledgers and the 
items of information in the private ledger are not 
available for general observation. The writer gives 
an illustration of the procedure in opening a private 
ledger, emphasizing the interlocking of the new 
ledger with the general ledger through controlling ac- 
counts. The writer suggests the following method to 
assure keeping confidential the information concern- 
ing fixed assets, fixed liabilities and net worth: 
Instead of transferrring these confidential items from 
old records to the new private records, reverse the 
procedure, retain the old journal and ledger for use 
as private records and transfer to the new general 
records the general items. Mr. Blass then gives an 
illustration of this procedure. 


AARON J. EBY—‘‘COMMERCIAL 
TEACHING AS A PROFESSION” 


Article published in the Balance-Sheet 
for May, 1926. 


The writer says that commercial teaching is the 
easiest department of teaching to enter and the 
easiest to leave. The first condition is true because 
the demand for business practitioners has lessened 
the supply of teachers and the standards for com- 


mercial teachers have therefore relaxed. Commer- 
cial teaching is easy to leave because of its immediate 
contact with practical business, making the step 
from instructor to practitioner a direct and a natural 
one. Commercial teaching is a difficult field to stay 
in. The teacher must accept responsibility for 
establishing educational standards and for the 
accreditment of his graduates—a difficult responsi- 
bility. The business man is a keen critic of the 
results achieved by the commercial teacher. The 
teacher may educate and graduate but the employer 
reserves the power to validate. 

The proper correlation of technical and pro- 
fessional subjects should be the basis of the com- 
mercial teacher’s training. Professional subjects 
are divided between the sciences and arts of edu- 
cation. The sciences are the history of education 
and psychology, which respectively inform the 
teacher in training of past contributions to the 
educational programme and the object of his own 
activities. The art of education comprises, first, 
general principles and then a detailed study of 
methods of teaching commercial subjects. The 
professional training culminates in observation and 
supervised practice teaching. Accompanying the 
study of professional subjects should be the tech- 
nical ones, bookkeeping, shorthand and_ type- 
writing, supported by mathematics, business prac- 
tice, commercial law and English. The commercial 
teacher must provide the correct correlation of 
commercial subjects for his ... ents. 

The writer says that it isa uable custom to ask 
business men what they ey »-ct of commercial 
training. The value of suc n interview is due 
not only to the specific information obtained, but to 
the benefits of keeping in touch with the practical 
world. Also such questions impress the business 
man with the value of commercial education and 
crystallize his opinions on what such education 
should produce. The commercial teacher must be 
qualified to be the leader of his students. He must 


be able to do all the things he teaches and he must 
have had, therefore, a proportion of practical ex- 


He should 


perience with his theoretical training. 
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follow a definite programme of study and practice 
during his career as a teacher. The writer believes 
that no teacher should enter his profession without 
practical experience in commerce. 

The writer mentions four components of man: 
physical, mental, moral and spiritual qualities, 
represented by the home, school, state and the 
church. Three of these institutions exert a vital 
influence from the beginning of life until the end, but 
the school is often abandoned at an early period. 
The writer advocates inclusion of continued edu- 
cation in any scheme of a complete life. He says 
that if a teacher can not study, he can not teach. 


ROBERT H. MONTGOMERY—“ THE 
APPRAISAL OF GOODWILL” 


Article published in the bulletin of the 
National Dry Goods Association, March, 
1926. 


The writer says that goodwill value differs from 
that of any other asset in that it is supposedly 
permanent or increasing in value. No provision for 
the depreciation of goodwill is made, yet it is often 
overvalued. Mr. Montgomery suggests that good- 
will often may not be sold to another for the value 
which the owner places upon it. If estimates have 
been based upon fallacious theories, trouble may 
result in the future. Companies of good standing 
whose future seems assured but whose cash divi- 
dends are not expected to be above established 
limits, sell, not upon the basis of earnings in good 
years but upon average cash dividends over a period 
of years. The writer says that many persons are apt 
to capitalize the earnings of their concerns at the 
end of the most prosperous years. 

According to the writer, a safe way to appraise the 
value of goodwill is for a term including several years 
of poor business. The real worth of a business 
should be measured by results over the full business 
cycle, represented by depression, revival, prosperity 
and crises. 

Before appraising the goodwill in a merchandising 
business two equally important factors should be 
considered: skill in buying, which can be accurately 
verified by a study of the past, and changesin the price 
level, which are largely a matter of chance but which 
are often successfully prognosticated in some estab- 
lishments. Excludingany value which can not readily 
be transferred, there is still an intangible asset which 
constitutes property. When the term is thus limited 
its application is confined to the goodwill of a busi- 
ness. The major element is transferability. When 
goodwill is valued on the basis of past earnings it 
must be certain that all and not only a part of the 
earning factors are transferable. The following are 
important factors to be considered: 

1. Length of time business has been established, 
and its sales and earning record for a long period of 
years. 


2. Location, adequacy and _ attractiveness of 
premises and status of leases when property is not 
owned. 

_ 3. Likelihood, or the reverse, of increased competi- 
tion. 

4. Management and staff, their personality and 
ability, how long they have been with the business 
and whether or not they will continue. 

5. Reputation for carrying merchandise of a 
character to appeal to the buying public. 

An unfavorable verdict regarding any of these fac- 
tors affects the property right and the resulting value. 
If the verdict is unfavorable regarding severalof them, 
consideration should be given to the cost of starting 
an entirely new business compared with the cost of 
purchasing the old. In the absence of monopoly 
resulting from patents, trademarks or franchises, the 
possibility of new competition must be recognized. 

Many goodwill valuations have been made at a 
time when an entire industry was prosperous. At 
such times the capitalization of earnings as the con- 
trolling factor in appraising the value of goodwill 
is wholly fallacious. Generalizations regarding the 
relation of the goodwill of one concern to that of 
others are reliable only at a period immediately 
after years of depression. 

Some mistakes in valuations of goodwill arise from 
over-emphasis attached to personnel, including the 
owner. True goodwill demands a continuance of 
personal relations en masse, not necessarily individ- 
ual relations. One can be transferred, the other 
can not. 

Goodwill arising from intelligent and skilful ad- 
vertising is a good asset if all the cost has been writ- 
ten off. Goodwill arising from advertising, how- 
ever, requires continuous advertising of equal or 
better quality to keep it alive. 

The writer states that the net earnings used as a 
base for capitalization in determining goodwill 
value must, of course, be net of all costs, expenses, 
depreciation, taxes and reasonable management 
salaries. 

Goodwill value can not be appraised until after 
net earnings for a period of years have been de- 
termined. Inthe calculation of excess earning power 
which is to be capitalized, allowance must first be 
made for an adequate rate of return on the net in- 
vestment in all assets other than goodwill. If 
patents or any intangibles other than goodwill are 
owned allowances must be made for an adequate 
return therefrom. If the average earnings covered 
a representative period of years, and the future 
prospects are as favorable or more so than the past, 
the final step in the appraisal of goodwill has been 
reached, says the writer. In an appraisal of good- 
will the future must be regarded as well as the past. 
The writer recommends that owners or executives 
check up the money value of the goodwill of their 
businesses at least once each year, considering all the 
factors mentioned in the article. 


COURT DECISIONS 


Bankruptcy 
Corporations. Officers. Financial state- 
ment prepared by officer as estopping him 
to claim against corporation :— 
After a corporation became bankrupt 


the former president presented a claim for 
money lent to the corporation. Another 
creditor asked for priority on its claim over 
the claim of the president on the theory that 
he had estopped himself to make the claim 
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by his action while president. It appeared 
that while president and manager he had 
made a statement, when borrowing money 
from a bank for the corporation, which 
covered not only the financial affairs of the 
corporation, but his own financial status 
as well, and in which, apparently, no men- 
tion was made of his loan to the corpora- 
tion. A similar statement was given to 
Dun & Company to be furnished to a 
creditor in a distant state. Through a 
credit association one of these statements 
came into the possession of one of the other 
creditors. At the time the other creditor 
permitted his indebtedness to arise no 
financial statement was furnished him. 

The court held, that the other creditor 
was not entitled to priority over the 
president’s claim. The fact that this 
creditor got possession of a copy of the 
statement from an outside source is not 
sufficient to work an estoppel since the 
statement was not made for the purpose of 
influencing the creditor to extend credit. 

W. E. Dooley & Co. v Seattle Electrical 
Supply Co., supreme court of Washington, 
August 20, 1926. 


Internal Revenue 


Income tax. Whether certain deduction 
for depreciation of German marks was 
proper :— 

Plaintiff sought to recover from the col- 
lector of internal revenue an amount al- 


leged to have been illegally collected as in- 
come tax for the years 1919 and 1920. 
Plaintiff was a member of a partnership 
which had loaned a resident of Germany 
over a million marks in 1916 and 400,000 
marks in 1919. Plaintiff had filed his 
individual income-tax return for 1919 based 
upon his proportion of profits of the partner- 
ship which included the cost of the marks, 
instead of their current value. The value 
of the mark had depreciated and the loan 
had not been paid. 

The court held that the plaintiff as an 
individual did not have the right to deduct 
from his gross income the depreciated value 
of the marks. Section 214 of the internal- 
revenue act of 1918 permitted the deduc- 
tion of losses sustained during the taxable 
year and ‘depreciation of use, wear and 
tear’. Any shrinkage in the value of the 
mark without any actual loss did not come 
within that section; therefore plaintiff was 
not entitled to a deduction. This case 
was held similar to that of the depreciation 
of securities which had not been sold during 
the year, in which case the courts have held 
that such depreciation did not come either 
under the clause relating to “depreciation 
of use, wear and tear’’ nor “losses actually 
sustained.” 


Haviland v. Edwards, U.S. district court, 
south district of New York, September 9, 
1926. 


HERE AND THERE 


Sidney S. Bourgeois, Jr., announces the 
removal of his offices to 1603 Pere Marquette 
building, New Orleans, Louisiana, where 
he will practise public accounting under his 
own name. The firm of Williams & Bour- 
geois has been dissolved. 


The firm of Bradley & Lauder, Bingham- 
ton, New York, has been dissolved as of 
September 1, 1926. Robert Bruce Lauder 
will continue the practice of public ac- 
counting under his own name at the Press 
building, Binghamton, New York. 


John W. Dawson announces that he is 
no longer affiliated with the Outdoor 
Amusement, Inc. 





A. W. Kenworthy announces that he will 
henceforth practise public accounting on 
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hisown account at 120 Broadway, New York. 
The firm of Kenworthy & Pierce has been 
dissolved. 





Lingley, Baird & Dixon announce that 
they have arranged for representation in 
Canada under the direction of Messrs. 
Riddell, Stead, Graham & Hutchison, 
80 St. Francois Xavier street, Montreal, 
and for representation in Tulsa, Oklahoma, 
by Messrs. Rice, Hays & Co., Clinton 
building. 





Kennon W. Parham announces the open- 
ing of an office at 601 Odd Fellows building, 
Raleigh, North Carolina. 


Reckitt, Benington & LeClear announce 
the dissolution of the co-partnership owing 
to the retirement of Ernest Reckitt from 
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public practice. Harold Benington and 
Walter M. LeClear have entered into a new 
co-partnership under the firm name of 
Reckitt, Benington & LeClear, and will 
continue the practice of the old firm. 





The firmof Ricker, Rogers & Montgomery 
has been dissolved as of October 31st, 1926. 
John L. Ricker and Herman Oeschger will 
continue the practice of public accounting 
under the firm name of Ricker, Oeschger & 
Co., 1007 Franklin Trust building, Phila- 
delphia. 


Robert A. Wood and James D. Patton 
announce the formation of a partnership 
under the firm name of Wood & Patton, 
108 North: Brady street, DuBois, Penn- 
sylvania. 








The following paragraphs report the pub- 
lic-service activities of members and asso- 
ciates of the Institute: 

“‘Some problems connected with branch 
accounting”’, an article by Cecil S. Ash- 
down, was published in the bulletin of the 
National Association of Cost Accountants 
for June 1, 1926. 





Grant L. Bell has written an article on 
“Distribution of burden”’ which was pub- 
lished in the National Association of Cost 
Accountants bulletin for August 1, 1926. 





Frank C. Belser delivered an address 
called ‘‘An auditor’s comments” at the 
annual convention of the Association of 
Reserve City Bankers at Atlanta, Georgia, 
April 29th. 


Thomas J. Burke delivered an address on 
the value of balance-sheet ratios to the 
paper industry at the 17th annual meeting 
of the Cost Association of the Paper Indus- 
try, held September 24th at Holyoke, 
Massachusetts. 








Edwin M. Bush spoke on “‘ Balance-sheet 
valuations as viewed by the banker, credit 
man and manufacturer” at a meeting of the 
Cost Accountants Association of York, 
Pennsylvania, September 7th. 





Stuart Chase is the author of an article 
entitled, ‘‘The dogma of business first’’, 
which appeared in Harper’s Magazine for 
September, 1926. 
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Eric L. Kohler, a member of the Insti- 
tute, incollaboration with Paul L. Morrison, 
is the author of a book called Principals of 
Accounting, published by A. W. Shaw Co., 
New York. 





Samuel D. Leidesdorf will act as chair- 
man of the accountants’ committee of the 
tenth arniversary campaign for the support 
of Jewish philanthropic societies. 





George O. May has written an article, 
“Double taxation’, which appears in 
Foreign Affairs for October, 1926. 





Robert H. Montgomery has donated to 
the school of business of Columbia Univer- 
sity a collection of rare books illustrating the 
history of accounting. Some of the volumes 
are dated in the sixteenth, seventeenth and 
eighteenth centuries. 





Samuel Newberger of New York has been 
appointed an editor of Business Survey. 





Paul W. Pinkerton, Chicago, a member of 
the Institute, in collaboration with Jefferson 
H. Millsaps, a certified public accountant 
and member of the Chicago bar, has re- 
cently published a book on inheritance and 
estate taxes. 





Louis Toth is writing a series of articles 
entitled ‘‘A simplified bookkeeping manual 
for the small hotel”’ which is being published 
in Hotel Management. The eleventh article 
of the series appears in the September issue 
of the magazine. 





Spaulding F. Glass of Kansas City de- 
livered an address on the income tax at the 
30th annual convention of the Kansas 
State League of Building and Loan Asso- 
ciations which was held at Wichita, Kansas, 
May 19th and 20th. 

An article by J. Pryse Goodwin, New 
York, entitled ‘Accountancy opportuni- 
ties’’ appeared in the Pace Student for July, 
1926. 








John J. Helmus spoke on “ Accounting 
procedure and its practical application” at 
a meeting of the New York Society of 
Accountants at the Hotel McAlpin, Septem- 
ber 14th. 








